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CROWS NEST INDUSTRIES LIMITED 
AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


@o0 F 
| Seven year summary of comparative highlights 


1969 
$11,189,493 
$ (1,515,467) 


Sale ofialli products sn eee 
Net profit (loss) and special credits....... 
Profit (loss) per common share* 
$(2.07) 
SpecialicreditSia ye eae eee _— 
$(2.07) 
$15,078,648 
Equity per common Share= sees $20.62 
Dividendsideclarcc aa aa =n aaa $ 548,382 
Dividends per common share.............. 75¢ 
Depreciation and depletion................ $ 862,738 
$5,425,070 
$:(87572,933) 


ErOMOPeratlon Se een rea 


Common shareholders’ equity*............ 


Capital expenditures: aman enee rn ent 
WornkiinSCalpiitall aerate ee 
OG WK MONA = COM) (HOMS))... caceuncaconnvcuane 
Rroduction=coker(ionS) sss 
Production -— breeze (tons)................. 
Production-Lumber (fbm)................. 
Production —oll(DDIS saree see ner eee 


53,823,668 
337,463 
Number of employees at year end......... 428 


Common shares at year end* 


Number outstandin gases ee eee LAYS 

Percentage held by Canadians........... 40% 

ORNGM 2 arn hese Cee ee 60% 
Number of shareholders at year end 

Canad arise dc uate pened ee 205 

OUNCE 0) Sonera anor eee yt Re eee 228 


*Excluding shares held by subsidiaries. 


1968 
$12,001,891 
$ 479,449 


66¢ 
$17,142,497 

$23.45 
$ 548,025 

75¢ 
$75 637,450 
$ 2,394,660 
$ (766,024) 
142-919 
22,380 
2,315 
39,489,957 
205,728 
344 


VeW TAS) 
26% 
74% 


Zoe 
261 


1967 
$15,965,891 
$ 380,964 


52¢ 
$10,102,823 

$13.91 
$ 544,256 

75¢ 
$ 1,134,975 
$ 1,089,638 
$472,797, 
946,224 
144,147 
15,016 
47,831,535 
191,174 
818 


726,550 
26% 
74% 


305 
259 


1966 
$14,070,916 
$9554 512 


65¢ 
12¢ 
77¢ 
$10,235,615 
$14.12 
$ 540,619 
75¢ 
$ 1,318,585 
$ 1,803,848 
$ 888,041 
837,460 
154,999 
16,544 
68,813,323 
170,008 
830 


724,675 
30% 
70% 


364 
215 


1965 
$13,072,834 
$ 1,085,898 


68¢ 
83¢ 
$1.51 
$10,146,722 
$14.12 
$ 551,756 
75¢ 
$ 1,184,957 
$ 2,848,548 
b 1,246,482 
767,035 
142,468 
15,028 
68,375,793 
182,933 
935 


718,425 
24% 
76% 


Sie 
314 


1964 
$ 8,868,843 
$ 1,061,762 


69¢ 
79¢ 
$1.48 
$ 9,569,615 
$13.38 
$ 536,340 
75¢ 
$ 795,570 
$ 2,518,488 
$ 2,192,182 
834,234 
131,689 
12,518 
24,275,253 
224,063 
823 


715,120 
18% 
82% 


247 
Shale: 


1963 
$ 8,580,081 
$ 720,389 


$1.01 

$1.01 
$ 9,044,193 
$12.65 
$ 549,503 
75¢ 
$ 773,931 
$ 510,036 
$ 2,109,941 
756,284 
1347370 
11,395 
17,435,569 
230,492 
754 


Pl opleO 
13% 
87% 


201 
403 


Rail spur was built to serve new mill. 


Capital Expenditures Millions of Dollars 


1964 


1965 


1966 


1967 


1968 


1969 


Ale [Ps EM E/S/D)- 
Chairman 


Chairman’s Statement to Shareholders Crows Nest Industries, now in its 74th year of 
operation, continues to program toward utili- 
zation of its resources for the benefit of its 
shareholders, its employees, its region, and 
Canada. 


Toward this end, 1969 was a year of transition 
for us. 


eines separate sawmill operations were con- 
solidated into a new integrated mill complex 
at Elko, B.C., completed during the summer of 
1969 at a cost of approximately $5.3 million. 
Start-up and phasing-in problems coincided 
with a sharp deterioration in the lumber mar- 
ket to produce a loss on mill operations 


The short-term outlook is for continually- 
improved production from our Elko mill in 
1970, but a continued soft market in lumber 
‘could sharply limit earnings from the forest 
products division. 


The Company’s net loss for the year was 
$1,515,467 compared with the net profit of 
$479,449 in 1968./Prior to phasing-in of the 
new mill, the company had developed earnings 
of $188,374 for the first half of 1969.} 


Crows Nest Industries continued to receive in- 
come from its 1968 sale of coal reserves to 
Kaiser Resources Ltd. - a resource previously 
kept from the marketplace by financial, tech- 
nical, and transportation limitations. 


In 1969, cash payments from Kaiser, and divi- 
dends from our holdings of 351,351 shares, 


yielded income to Crows Nest of $635,061. 
Market value of the Kaiser shares at the end 
of 1969 was approximately $31 million com- 
pared to $23 million at the end of 1968. 


On land held under license from the Provincial 
Government, Crows Nest has discovered re- 
coverable reserves in the Line Creek area of 
Upper Elk Coal Field sufficient to suggest an 
annual production of three million tons of 
coking coal over a 15-year period. 


Coupling these with confirmed reserves held 
by Kaiser, Fording Coal Ltd. and Emkay-Scurry 
Ltd.- some of which are already contracted to 
Japan - the Crows Nest region offers potential 
production estimated at more than 20 million 
tons of coking coal a year. Exported F.O.B. 
Vancouver at an average $14 a ton this repre- 
sents a $280 million-a-year contribution to the 
economy of British Columbia and Canada. 


Other world coal - and Australia in particular - 
has a shorter rail haul from mine to port and 
offers stiff competition to Canadian coal in our 
principal market, Japan. To secure our share 
of this growing market, Canadian coal pro- 
ducers are reducing costs through new surface 
and underground mining techniques. 


These economies must be parallel with econ- 
omies in transportation and assurances that 
rail facilities available to the region can handle 
the vastly-increased volume projected not only 
for coal, but other products. Current pressure 
for higher rates, and the need for these to be 


Exploration activity continued at a high 
level during 1969. 


New mill on a mountain-rimmed plateau near 
Elko, B.C. was completed at a cost of $5.3 million 
to consolidated operations of three older mills. 


a 

set competitively, plus |the demonstrated 
necessity of a second rail ‘route to Vancouver, 
has prompted Crows Nest to seek the neces- 
sary authority for construction and operation 
of its wholly-owned subsidiary, the Kootenay 
& Elk Railway, to connect with the Burlington 
Northern, formerly Great Northern Railway, 
ultimately terminating at the port of Roberts 
Bank, just south of Vancouver. This subject is 
now before the Railway Committee of the Cana- 
dian Transport Commission in Ottawa. \ 


Chartered as a provincial industrial railway in 
1966, the Kootenay & Elk Railway also will pro- 
vide a north-south rail link for the expected 
market for thermal coal in the Kootenay- 
Montana area, as well as a more direct route to 
U.S. lumber markets in western and midwest 
states. 


Revenue from our participation in oil and gas 
holdings in Alberta is up from 1968. 


Improvement of Crows Nest’s total operating 
plan is reflected in the level of capital expendi- 
tures which were approximately $5.4 million 
in 1969, up sharply from $2.4 million in 1968. 


ALELE , SEPP IRG 


THOS. F. GLEED, 
March 23, 1970 Chairman. 


Helicopter photo shows exposed seams of 

Crows Nest Industries’ new coal find in the Line 
Creek area. Reserves in this sparsely-treed area | 
at the 6,000-foot level are sufficient to suggest 
an annuat production of three million tons. 


The opportunity for Canadian coal 


Japan’s requirement for imports of coking coal 
from all countries is expected to increase from 
47% million long tons in 1970 to nearly 113 
million long tons by 1980. (The term long ton 
is a special export coal measure and is equiva- 
lent to 2,240 pounds.) 


To meet this rapidly growing demand, Japan- 
ese steel mills have made a world-wide search 
for producers who have the reserves, the 
mining ability and the transportation facilities 
to deliver large volumes of coal on a stable, 
uninterrupted basis at a cost competitive with 
other suppliers. 


Long-term contracts have been signed with 
Australia, the United States, Canada and 
others. By the fall of 1969, Japan had agreed 
to buy 43 million’ tons under fixed contracts 
from all sources in 1970, and was making ad- 
ditional spot buys to fill the gap between con- 
tract shipments and total requirements. Some 
further long-term agreements are already 
signed and the total contracted shipments will 
grow to a level of 52 million tons in 1972. At 
that time the gap between contracted ship- 
ments and requirements will be more than 13 
million tons. On presently projected contracts, 
that gap will grow to 55 million tons by 1980. 
That means an opportunity for the world’s coal 
producers to more than double the total of all 
present coal shipments to Japan. 


As a competitor for the Japanese market,|/Can- 
ada now has contracts for 1214 million tons a 
year and has become Japan’s third largest 
supplier,/moving from a declining and insigni- 
ficant position in the sixties when dependence 
on government subsidies limited sales to less 


than a million tons a year. Since then, improved 
mining and transportation techniques have 
been introduced to lower costs and make it 
possible to move and sell Canadian coal with- 
out subsidies. 


To gain a further volume of sales to Japan and 
maintain its present percentage of total re- 
quirements, Canada faces heavy competition 
from other suppliers, particularly Australia. As 
of 1972, Australia has more than 24 million 
tons a year sold under contracts with Japan. 


Competitively, Canada enjoys some pluses 
over other possible suppliers because of our 
stable political and economic climate and the 
reliability of our producers and labor force. On 
the minus side, transportation costs are higher 
for the land portion of the total movement from 
mine to steel mill. 


The average length of rail haul from Canadian 
coal mines to port is 700 miles. Australian coal 
mines are located an average of 50 to 60 miles 
and a maximum of 200 miles from loading 
ports. Ocean distances to Japan from Australia 
and Canada are almost identical. 


The major factor in Japanese buying decisions, 
once quality and volume are proven, is the 
absolute necessity to ensure uninterrupted 
supply. The steel industry is critical to Japan’s 
economy and the allocation of one-quarter to 
one-third of total coal requirements to a single 
source of supply will not be made lightly. How- 
ever, Canada does have the opportunity to 
supply between 20 and 40 million tons of 
coking coal a year to Japan if it can demon- 
strate reliability of supply. 


CROWS NEST INDUSTRIES LIMITED 
(Incorporated under the laws of Canada) 


AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


ASSETS 
CURRENT: 


Term deposits 


Marketable securities at cost, which approximates market value... 


Accounts receivable 
Special refundable tax 


Inventories valued at the lower of cost and net realizable value.... 


Prepaid expenses 


TotalzeupremtaSs Cts ee ween gene rer arn a 


INVESTMENT IN SHARES OF KAISER STEEL CORPORATION 
(market value approximately $31,000,000; 1968 - $23,000,000) 


CNOte 1) seer ee he Re eae eo, are Se A Bae eo Pee 


FIXED AT COST (Note 2): 
Forest products — 
Timber cutting rights, roads and real estate less accumulated 


depletion of $350:980 (196559732777 3) aay een eee 


Plant and equipment less accumulated depreciation 


Of $2,026,983 741968 = 51796 71 DO) ere 


Petroleum and natural gas - 
Acquisition and productive development costs less 


accumulated depletion of $2,600,398 (1968 -$2,531,388)..... 


Production equipment less accumulated depreciation 


Of $922,616. (196829532342) ee ce ae ree ee eee eee 


Minerals — 


Acquisition, exploration and development costs.................. 


OTHER: 
Mortgages receivable 
Refundable deposits 
Deferred expenses 
Special refundable tax 


See accompanying notes to consolidated financial statements. 


Consolidated Balance Sheet December 31, 1969 and 1968 


1969 1968 
728,962 $ 458,787 
25,000 1,312,000 
4,205 11,605 
1,888,748 1,900,611 

33;/93 _ 
4,008,869 3,116,622 
123,880 BVT el) 
68137397, 6,859,424 
12,186,495 12,186,495 
2,281,870 10915221 
6,372,374 3,368,893 
Shes) Syls) 963,240 
507,040 418,028 

722,028 — 
10,822,631 6,441,382 
32;070 43,549 
156,439 227,805 
786,074 575,022 
_ 38,026 
974,583 885,002 
$30,/97,106 41 $.26537253803 


STATEMENT 1 


LIABILITIES 1968 
CURRENT: 
Bank loans and overdraft (against which accounts receivable 
and inventories have been pledged as collateral)................. $12,411,880 $ 5,006,250 
Accounts payable and accrued charges .............................0. 2,923,429 2502-0 lal 
incomierandiother taxes payable ... 2... oe. e sce cccs vee vbeetoe denne 51,026 Lys ey 
otalicunnentaltab llitiGS mae ree l52sS6rs35 7,625,448 
COVANNISS PUNTA So a 1,400,000 
Pe rem mING OMERUAKES gee acting oc ved eve ans tabeund hues oe 204,358 
SHAREHOLDERS’ EQUITY: 
Capital - 
Authorized - 
25,000 3% cumulative redeemable preferred shares 
of $100 par value each 
1,250,000 common shares of $8 par value each 
Issued - 

PIB,2A5 COManeln SUMKES, aoc cacconcesegaucesovatossuoonssuenae 6,346,667 6,346,667 
Conempuced SUFpILIS, (Statement 2). oc... 6.0. ccce see caew erence ce eaaens 117,625 Te 625 
rt Lseel RS UL) Ul Se OR ee een Gils nt eden see conn aaa azine 1,300,000 1,300,000 
PAMeceSUnpiUlS (OlLALEIMENL 2). ou occ occu snc daei ccs een eu ews eh vee eens 8,095,840 10,159,689 

15;854;132 17,917,981 
Less 62,050 shares of parent owned by subsidiary at cost........ 775,484 775,484 
15,078,648 17,142,497 


On behalf of the Board: 
le aGeeeED Director 
F.D. PRATT, Director. 


$3057.97, 106 $26,372,303 


CROWS NEST INDUSTRIES LIMITED 
UN AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


eee g Consolidated statements of surplus 
for the years ended December 31, 1969 and 1968 


EARNED SURPLUS 


Balance, beginning of year 


Dividends paid 


Provision for loss on retirement of sawmills 


Balance, end of year 


CONTRIBUTED SURPLUS 


Balance, beginning of year 


Excess of proceeds of sales of common shares 


over par value thereof 
Balance, end of year 


See accompanying notes to consolidated financial statements. 


Net profit (loss) for the year (Statement 3) 
Gain on sale of coal properties and related assets 


STATEMENT 2 


1969 1968 


$10,159,689 $ 3,208,140 


(1,515,467) 479,449 

—_ 7,485,125 
(548,382) (548,025) 
— (465,000) 


$ 8,095,840 $10,159,689 


PN 625 $ 60,500 


S125 
$: S14 625 


CROWS NEST INDUSTRIES LIMITED STATEMENT 3 
US AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


ose Consolidated statement of profit and loss 
for the years ended December 31, 1969 and 1968 


1969 1968 
Sales: 
ROLGSIEDROCUC Loctite meta ta fort tick sry Merce ae bogie mele ir Ba beret eh $75:031-336 $ 3,672,634 
MELLOLetIInaane NatulralWaSi.2 6 .c0) cee ween neta m clase hue eres 669,259 556,358 
BrQGCLOIMaUhealCLLN Sete teeters at its serene ects jee nigh ete ae a ery ae ae 5,488,898 5,830,158 
PCUMECOKMETAN COLO Leeman) Ahr toi sve a Mangia ea odh Heo. oe chee meee — 1,942,741 


11,189,493 12,001,891 
Cost of sales: 


FORESTED LOCUCTS MMM ete h yg: Sao nde trae GN REL Keene gee sy Sil 7/ Sas} 2,736,955 
PetroleUnanG MaAtllal BAS cf eh n/n Su dues bs Phin alk 194,837 WAV. 35: 
FOReIShEtCad Il Sameer ere ei ete ate ok ee a cg ee, | nie 5,124,835 5,366,190 
RacimECe Mesa CcOLN Ci gn tas pace Fics sine ae oe Said ia Me Oe ea OE — WOM S773 
10,637,625 9,866,269 

GOS Sis 1:0 i Capen See na Pisa gl ea 551,868 2S >622 


Expenses: 


Generalsahdradministrativeksecaran nope ere toneatas cane eee ce eee: 1,007,192 POHOR2Z54: 
FteneSimanGalhall Cesena ear try ata. Oe eer een te Cee 668,866 192,900 
DISSIGNUSTU. . oa ob cea etd ee Ia etn are ee 620,312 424,563 
DY SSeL MOND cs tucks EDRs Oe Ee rh and nc Sen on gn ote eae Te 242,426 212,887 
EXDIOLallonGevelopinent.and SUIVEY 3:65 ston wae ening «tee teen 102,769 221,425 
2,641,565 2,062,029 

EPFOmimCass WelOLe Oller INCOME saudk “hs op aee ete Swe eee (2,089,697) 73,593 


Other income: 


Income from investment in Kaiser Steel Corporation................ 635,061 597,778 

MISCOL ATCO SIICOMEN ree en yrh ki Jodo aan ee one © aoa ernie 86,792 92,599 
Gaimonesate cor Properly sneer ues Cscciecas ba ad ve + pwned aeegene ees oe 141,067 — 

862,920 690,377 

PLOUmeOss LDETOROMNCOME TAXCS 2.2, 02 ..cs0.0 angen aioe ee eta ne (1,226,777) 763,970 

UCR OULAXK St NOLL) ret tet se 9 aediocanoli nis cen dadigrrte dane wee anaemn esmnteeae ore 288,690 284,521 

IOUT CALICIOSS FLOLitIe.VOALS cht nea natls Sargon See oe a erg eee heer % (1,515;467) 1" $54 79409 


See accompanying notes to consolidated financial statements. 


CROWS NEST INDUSTRIES LIMITED STATEMENT 4 
AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


, Consolidated statement of source and application of funds 
for the years ended December 31, 1969 and 1968 


1969 1968 
NetiloSS (profit tortie year oe ee ere eee $1551 5467, $ (479,449) 
Depreciationsand: depletion renee ee eee ee 862,738 637,450 
Deferred'income: taxess4 6s xe WAGs. pot a ean ee ore 127,765 643 
Cash loss (gain) fromuoperations sas ces teeer e 524,964 (itt7,542) 
Purchase of fixed and other assets—net........................0.005. 5,333,568 2,676,620 
Reduction (increase) of long term loans payable..................... 1,400,000 (1,340,983) 
YW VataKe IS Wey SIME AEIMIOUCIEVS oc occa cocceouducuccaveauccaeduvonsesouoeuse 548,382 548,025 
Proceeds from issue of common shares....................00000-005. —_ (88,125) 


Reduction in working capital arising from 
Salesotscoal Mmilinim Seas SCTS Naearree ya areca at tea eee eee rere eee _ 560,826 


Total funds applied and increase in working capital deficiency...... $ 7,806,914 $1,238,821 


See accompanying notes to consolidated financial statements. 


Auditors’ Report 


To the Shareholders of 
Crows Nest Industries Limited. 


We have examined the consolidated balance sheet of Crows Nest Industries Limited and its wholly-owned 
subsidiary companies as at December 31, 1969 and the consolidated statements of profit and loss, 
earned surplus, contributed surplus and source and application of funds for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of Crows Nest Industries 
Limited and its wholly-owned subsidiary companies at December 31, 1969, the results of their operations 
and the source and application of their funds for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta. CLARKSON, GORDON & CO., 
February 26, 1970. Chartered Accountants. 


CROWS NEST INDUSTRIES LIMITED 


December 31, 1969 


1. Investment in shares of 
Kaiser Steel Corporation 


The investment in Kaiser Steel Corporation con- 
sists of 351,351 shares received in 1968 as par- 
tial consideration for the sale in that year of the 
Company’s coal properties and related assets. In 
addition, the Company is also entitled to receive 
up to $34 million at the rate of 50¢ per ton of 
coal produced and shipped after January 1, 1977 
from the properties sold. Such receipts will be 
included in income as received. 


The Kaiser shares are currently subject to certain 
restrictions of the United States Securities Act 
which limit the number of shares that may be 
sold publicly during any six month period. Based 
on quoted market prices at December 31, 1969, 
the value of these shares amounted to approxi- 
mately $31 million; however, because of the num- 
ber of shares involved and the restrictions men- 
tioned above, this is not necessarily indicative of 
the amount which might be realized on sale. 


Subsequent to December 31, 1969, 152,500 
shares of Kaiser Steel Corporation were pledged 
as security for bank loans. 


2. Fixed assets 


During the year, the Company completed con- 


AND WHOLLY-OWNED SUBSIDIARY COMPANIES 


Notes to consolidated financial statements 


struction of its new sawmill at Elko, British Co- 
lumbia. Depreciation is based on the estimated 
useful lives of the assets and is provided on the 
straight line method for the new sawmill and the 
reducing balance method for other plant and 
equipment. 


Depletion is provided on timber cutting rights and 
oil and gas interests on a unit of production 
method based on estimated reserves of timber, 
oil and gas. 


3. Statutory information 


Included in profit and loss is remuneration of 
directors and senior officers of $162,878 (includ- 
ing remuneration of directors in their capacity as 
directors and/or officers of $86,133). 


4. Income taxes 


Income taxes provided in the accompanying fin- 
ancial statements include income taxes applic- 
able to profits of subsidiary companies and with- 
holding tax paid on investment income. 


Income tax reductions which may be realized in 
future years as.a result of carrying forward oper- 
ating losses will be included in income in the 
years in which the losses are utilized. 


Long a depressed area, Fernie and its people 
are sharing in the benefits of the coal export 
program and the new mill at Elko. Houses 

in foreground are part of a new development. 


ian 


